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Why a presentation on Change 
Orders? 





•Wide variety of issues 

•May require some negotiation 

•Usually time is of the essence 

•Significant costs involved 

 



2011 Change Orders 

•$559M in contractor payments made 

 

•612 Change Orders issued 

 

•$32,812,669 Change Order total 

 

•5.9% Increase due to Change Orders  

 

 



Change Order 
Amount 

Approval 
Level 

State and 
Federal 

County Total 

$0 to $10,000 
Project 

Engineer 
344 10 354(58%) 

$10,001 to 
$50,000 

District 
Engineer 

153 5 158(26%) 

$50,001 to 
$100,000 

Office of 
Operations 

34 0 34(5%) 

> $100,000 
Office of 

Operations/F
HWA1 

63 3 66(11%) 

Total 594 18 612 

2011 Change Orders by Approval Level 

1 FHWA approval on Full Involvement Projects .  Typically NHS projects > $5,000,000  



Class State City County Total 

Design Changes $ 14,747,116 $ 890,789 $ 510,482 $ 16,148,387 

Major Changes in 
Project Limits 

$ -2,424,728 $ 0 $ 0 $ -2,424,728 

Changes in 
Specifications 

$ 128,182 $ 78,374 $0 $ 206,556 

Emergency Relief $ 16,880,714 $ 0 $ 0 $ 16,880,714 

Environmental 
Commitments 

$ 1,286,380 $ 1,985 $ 0 $ 1,288,365 

Structural Design 
Changes 

$ 76,351 $ 637,024 $ 0 $ 713,375 

Total $30,694,015 $1,608,172 $ 510,482 $32,812,669 

2011 Change Orders by Classification 



Pricing out the Change Order 



Spec 104.03 
 
•Unit Bid Prices 

•PS-1 Shedule Price 

•Negotiated Price 

•Force Account – Spec 109.04 



Negotiating 
•What are you negotiating? 

•Cost 

•Time 

•Quality 



Preparing for a negotiation 

•Understand the issue 

•Develop your position 

•Research cost/time 

 

Do your homework 



Preparing for a negotiation 

•What questions will we ask? 

•How will we establish our 
position? 

•How will they challenge our 
position? 

•How will we respond to their 
challenges? 



During the negotiation  

•Ask for price breakdowns 

•Ask for supplier quotes 

•Take good notes of what was 
agreed upon 

•Be patient 



Do you feel like contractors 
always have you over a barrel? 



•Competition 

•Future work 

•Department pays quickly 

•Uniformity 



•Act professional 

•Treat with respect 

•Win-Win 



Change Order Definition 

• Spec Book 104.03 

• “The Engineer reserves the right to make, in writing, at 
any time during the work, such changes in quantities and 
such alterations in the work as necessary to satisfactorily 
complete the project…. A change order will be executed 
to cover the changes within the scope of the Contract….” 

• “The contractor shall perform any extra work at unit bid 
prices… 

• 1) Use unit bid prices 

• 2) PS-1 price schedule 

• 3) Negotiated unit price  

• 4) Force Account according to 109.04 



Change Order Definition 

• Construction Records Manual – Section 5 

• A contract change order is a written supplemental 
agreement executed between the contractor and the 
NDDOT which provides for the performance of 
modifications to the contract such as changes in plans, 
specifications, special provisions or plan quantities. A 
contract change order would also be created for change 
in the construction of the project necessary to 
satisfactorily complete the work. 

 



Change 
Order 
Form  

 

• SFN 11570 

• Found on NDDOT 

 web page 



Change Order  - CARS 
Construction Records Manual – Section 5-8 



Change Order - CARS 



Change Order - CARS 



Change Order - CARS 



Change Order - CARS 

• Print a hard copy of the change order. 

 

• Send out to contractor to get signatures. Project 
engineer should not sign until the contractor has signed 
it. 

 

• Project Engineer will sign and forward it on according to 
Change Order Approval Procedures. 



Change Order Approval Process 

• Construction Records Manual – Section 5-3 

 

• The change order approval authority is determined by 
the monetary amount of the change order and/or the 
reason for the change order. 

 

• See the Change Order Approval Process Chart.  

  Located in Construction Records Manual, Section 5-7 





Change Order Approval 

• Project engineer should sign original, hard copy of change 
order and forward to the district. 

• The district will review and sign, if needed, and forward to 
Construction Services. 

• Construction Services will forward to Office of Operations, if 
needed, and FHWA, if needed, for review and signature. 

• Construction Services will place approved change order in 
FileNet. 

• Project engineer needs to wait for proper approvals to be 
completed before they ‘approve’ the change order in CARS. 



Change Order  - CARS 



Change Order Explanations 

• Why is a good explanation important? 

The change order becomes part of the contract. 
• It needs to be clear for both the contractor and the owner. 

 

The change order needs to stand up to scrutiny from the 
district level, Office of Operations, and FHWA. 

 

Somebody not involved with the project should be able to 
read the explanation and completely understand the 
change order.  

 



Change Order Explanation 

• What should a good explanation contain? 

 

• Needs to contain the why, what, and where. 

• Why is this change needed? Why are we changing from the 
design or plans? 

• What extra or added work is needed? 

• What is the cost of this added work? 

• Where will this added work take place? 

 

• Needs to contain all the facts of the change order, not your 
opinions. 



Change Order Explanation 

• Needs to contain any special conditions or special contract 
requirements that were included with the added work. 

 

• Needs to contain any special contract requirements that 
were included with the added work. 

 

• Need to attach all correspondence with contractor and 
supporting documentation to the change order. 

 



Price Justification 

• Why is the Price Justification important? 

 The price justification needs to stand up to scrutiny from the 
district level, Office of Operations, and FHWA. 

 

 The contractor needs to provide sufficient information or cost 
breakdowns to justify the change order bid prices. 

 

 



Price Justification 

• How is a Price Justification completed? 

• Various Methods: 

• Use Average Bid Prices 
• Compare the NDDOT average annual bid prices to the 

change order bid price. 

 

• State the NDDOT average bid price is $xx/each and the 
contractors change order bid price is $yy/each.   Are 
they close? Is there a reason for slight increase over 
average bid price? List your reasons. 

 

• Be sure to list the NDDOT average bid price in the price 
justification. 



Price Justification 

• Complete an Engineer’s estimate 

• Based on the contractor’s labor, equipment, and materials to 
complete the added work.  Similar to Force Account, Spec 109.04 

 

• The inspection staff should keep detailed records of time, 
equipment, and materials to complete the added work. 

 

• Use contractor payrolls or davis-bacon wage rates to determine 
labor costs. Use appropriate markup. 

 

• Use blue book rates from Construction Services to determine the 
hourly rate for the equipment used. Send email with details to 
Eric Molbert, Construction Services. 

 



Price Justification 

• Engineer’s estimate 

• Use actual invoices to determine material costs. Use 
appropriate markup. 

 

• Show a breakdown and total of your estimate and see how 
it compares to contractor’s change order bid price. 

 

Use Bid Prices on Similar Project 

• Compare the bid prices from a similar type of project or 
adjacent project. 

 



Price Justification 

• The price justification should be detailed on a separate 
sheet from the change order explanation. 

 

• Do not include the engineer’s price justification when 
submitting the change order to the contractor for 
signatures.  

 

• The contractor does not need to know how we are 
justifying the cost, especially if we feel the contractor’s bid 
price is lower than we expected.  



Explanations and Price Justification Examples 

• Examples of Change Orders that could be improved! 

• “…The price submitted includes all labor, equipment, and 
material costs along with prime contractor’s allowance for 
this work. This price is fair and reasonable….” 

• Fair and reasonable to who?  

• Need to provide documentation to support this statement. 

 

• “During construction it was determined that the field 
drainage could not be maintained with a trench drain 
through the sidewalk. The city requested the contractor 
install an inlet in the field behind the sidewalk to allow the 
field to drain.” 

• Does not include a cost breakdown or price justification. 

 



Explanations and Price Justification Examples 

• “Purchase of video monitor.” 
• No change order explanation and no price justification. 

 

• “…the quote provided by the contractor is reasonable 
based on the average bid prices for the type of work…” 
• States they used average bid prices but did not show the 

average bid prices in the explanation or price justification.  



Explanations and Price Justification Examples 



Explanation and Price Justification Examples 



Explanation and Price Justification Examples 



Change Order 

• Any Questions?? 


